
MICHAEL G. OXLEY, OH, CHAIRMAN

JAMES A. LEACH, IA MARK GREEN, Wl
DOUG 8EREUTER, NE PATRICK J. TOOMEY, PA
RICHARD H. BAKER, LA CHRISTOPHER SHAYS, CT
SPENCER BACHUS, AL JOHN B. SHADEGG, AZ
MICHAEL N. CASTLE, DE VITO FOSSELLA, NY
pETER T KING, NY GARY G. MILLER, CA
EDWARD R, ROYCE, CA MELISSA A. HART, PA
FRANK D. LUCAS, OK SHELLEY MOORE CAPITO, W~
ROBERT W. NEY, OH PATRICK J TIBER], OH
SUE W, KELLY, NY MARK R. KENNEDy, MN

May 20, 2004

BARNEY FRANK, MA, RANKING MEMBER

PAUL E. KANJORSKI, PA HAROLD E FORD, JR., TN
MAXINE WATERS, CA RUBEN H[NOJOSA, TX
CAROLYN B MALONEY, Ny KEN LUCAS, KY
LUIS V GUTtERREZ, [L JOSEPH CROWLEY, NY
NyDIA M. VEL~ZQUEZ, NY WILLIAM LACy CLAY, MO
MELVfN L WATT, NC STEVE ISRAEL, NY
GARY L. ACKERMAN, NY MIKE ROSS, AR
DARLENE HOOLEY, OR CAROLYN McCARTHY, NY
J ULIA CARSON, IN JOE BACA, CA
BRAD SHERMAN, CA JIM MATHESON, UT
GREGORY W. MEEKS, NY STEPHEN F LYNCH, MA
BARBARA LEE, CA BRAD MILER, NC
JAY INSLEE, WA RAHM EMANUEL, ~L
DENNIS MOORE, KS DAVfD SCOTT, GA
CHARLES A. GONZALEZ, TX ARTUR DAVIS, AL
MICHAEL E CApUANO MA

BERNARD SANDERS, VT

The Honorable Wilham H. Donaldson
Chairman
Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Proposed Rule: Investment Company Governance (IC-26323)
(File No. $7-03-04)

Dear Chairman Donaldson:

On March 11, 2004, I urged you to adopt the Securities and Exchange
Commission’s P~oposed Rule: Investment Company Governance (IC-26323). That
letter affirmed my support for the proposal to require that mutual fund chairmen be
independent from fund management companies. This proposal is one of the most
significant of the Commission’s initiatives aimed at protecting investors and
enhancing mutual fund integrity.

I have been closely following the debate regarding this proposal. Noticing
that few connections are being drawn between management-affiliated fund
chairmen and the market-timing and late-trading scandals, I reviewed publicly
available information to determine whether there is, in fact, any correlation.

The statistics I uncovered are startling. Eighty-four percent of the mutual
fund families implicated in the market timing and late trading scandals (sixteen of
the nineteen mutual funds) have had management-affiliated chairmen at some point
during the alleged or admitted violations. Notably, all but one of the management-
affiliated chairmen was overseeing bank-based funds, which were required to have
independent chairmen under the Glass-Steagal Act. If bank-based fund families are
removed, 100 percent of the fund families implicated have had management~
affiliated chairmen. Attached is a chart detailing the data, and I would ask that the
Commission verify my findings.

I believe the Commission’s independent chairman proposal would eradicate
the self-dealing by interested, management-affiliated chairmen and its harmful
effects on mutual fund shareholders. I nrge the Commission to adopt, without
amendment, the proposed rule.



The Honorable William H. Donaldson
Page 2

CC: Commissioner Atkins
Commissioner Campos
Commissioner Glassman
Commissioner Goldschmidt



INDEPENDENT CHAIRMEN vs. MANAGEMENT-AFFILIATED CHAIRMEN
OF MUTUAL FUNDS SUBJECT TO SETTLEMENTS, CHARGES, OR

ALLEGATIONS OF MARKET TIMING AND/OR LATE TRADING*

Non-Bank-Based Mutual Fund Families.

Alger Fund Group 1
Al]ianceBernstein Funds I
Federated Funds 1

Franklin Templeton Funds 1

Fremont Fundst
Invesco Funds
Janus Funds 1
MFS Funds 1
PBHG Funds 1
PrMCO Funds: Mult/-Manager 2
Series

PIMCO Funds: Pacific Investment
Management Series
Futnam Funds 1 1
RS Investment Funds 1
Seligman Funds 1
Strong Funds 1

Inc.

Federated Investment Management

Franklin Advisors, Inc

Fremont Investment Advisors, Inc.
Invesco Funds Group, Inc.*
Janus Capital Management, LLC
Massachusetts Financial Services Co.
Pilgrim Baxter & Associates, Ltd.
PEA Capital LLC and Pacific Advisers
Fund Management LLC
Pacific Investment Management
Company LLC
Putnam Investment Management LLC
RS Investment Management, L.P.
J. & W. Seligman & Co.
Strong Cap~taI Management, Inc.

Bank-Based Mutual Fund Families.

Cofumbia Funds 1

Excelsior Funds

Na~ons Funds

One Group Funds

Scudder Funds 1 Deutsche Asset Management, Inc and
Deutsche Asset Management
Investment Selwices Limited

* This chart is based on data from public sources including Morningstar, Inc, SEC filings, press releases, and other documents;
federal and state court filings; state regulators’ press releases; SEC filings, press releases, letters, and web postings of registered
investment companies and registered investment advisers and their affiliates
t The last market thning arrangement was terminated in 2002 according to Fremont Investment Advisors, Inc No date of
commencement of the market timing arrangements was g/yen According to the SEC, an h~terested chairman stepped down in
early 2001 and a new interested cha/rman was not elected until 2003.
* A I M Advisors, Inc. is the new fund management company as of November 25, 2003


